- Or 
newsletter “|. 
3 | * 
US. Department of Housing and Urban Development +, | i 


Washington, D.C. 20410 (202) 755-5280 Ora439 we 


February 17, 1975 Vol. 6 No. 7 
Current Trends 


The proposed Federal budget for Fiscal Year 1976 has gone to Congress. Details of 
the HUD portion of the budget are covered on pages 2 and 3. 


In its late-January sale... FNMA issued $39.2 million in 4-month commitments to 
purchase Government-backed and conventionally financed home mortgages. Yields declined 
for the 10th consecutive auction. 


The Commerce Department reported that construction spending in December declined 
.8 percent from November’s seasonally-adjusted rate...to $129.1 billion. For the year 
1974... the total of building outlays showed the first yearly decline in 14 years. ..down 
$1.1 billion to $134.4 billion. Of this. . . $96.14 billion was private construction. .. down 6.6 
percent from 1973. ..and $38.26 billion was public construction. ..up 18 percent over the 
previous year. New housing construction during the year fell 23 percent from 1973...to a 


$37 billion total. 


In December... for the third consecutive month...savings and loan associations 
experienced a net inflow of savings. While the increase of $550 million for the month was 
only about half the $1 billion-plus in November... the FHLBB said the lesser December 
figure was due to “seasonal influences”...and pointed out that the amount was up 35 
percent from December 1973. FHLBB Chairman Thomas :R. Bomar looks for a “sharp 
increase in the early months of 1975.” 


The late January sale of Treasury 6-year notes sold at a 7.49 percent interest rate. 


Contracts for new construction in December increased 24 percent over December 
1973...to $7.3 billion...compared to the earlier year’s $5.9 billion. ..according to the 
F.W. Dodge Division of McGraw-Hill. The rise was almost entirely accounted for by one 
project... the award of a $1.3 billion contract for a nuclear power plant in Mississippi. . . the 
largest electric generating plant ever planned. For the entire year of 1974... contracts came 
to $93.1 billion...down 6 percent from 1973’s $99.3 billion. Residential construction for 
the year was 25 percent below 1973... $34.2 billion. .. compared to $45.7 billion. 


* 


HUD to Assess Recent Research 


HUD has initiated a full-scale independent appraisal of its research programs to 
identify for local governments those new research technologies with the strongest potential 
for meeting local needs. Public Technology, Inc. (PTI), of Washington, D.C. has been 
awarded a $328,000 contract to assess all of HUD’s recent research and to identify and 
demonstrate to local governments those programs most useful in meeting their community 
development, housing, and public service needs. The new effort is identified as a “technology 
exchange demonstration project.” 


PTI is a nonprofit organization which helps State and local governments learn about 
new technologies and put them into practice. Among its sponsors are the Ford Foundation 
and more than 100 State, county, and local governments. P7I’s earlier experience with HUD 
technology transfer efforts includes a fire station location system, service data and informa- 
tion systems, and other systems for municipal procurement, solid waste collection, and water 
pollution control. 





1976 Budget Requests Go to Congress 


The President has sent to the Congress his proposed budget for Fiscal Year 
1976... which begins July 1, 1975. The HUD segment of the budget includes proposed 
authority for the following major actions: 


e Additional $6 billion GNMA_ purchase authorities in 1975... bringing the total 
authority to make commitments in support of the mortgage market during the period of 
credit stringency to $16 billion for 500,000 units. 


e $2.55 billion in FY 1976 for local community development under the Community 
Development Grant Program authorized by Title I of the Housing and Community 
Development Act of 1974. These funds will enable local public officials to plan and carry 
out community development projects based on local priorities. 


@ Commitments in FY 1976 to subsidize the rental of an estimated 400,000 
newly-constructed and existing units for lower income families under the Section 8 Lower 
Income Housing Assistance Program. This new program should increase flexibility in 
financing, expand the role of private Owners in operating housing units, and afford tenants 
the opportunity to select the housing in which they will live. 


e Direct loan authorization of $215 million a year to support housing for the elderly 
under the revised Section 202 Housing for Elderly or Handicapped Program. 


For the first time...a direct appropriation of $525 million for public housing 
operating subsidies. FY 1976 will be the first full year under the “Performance Funding 
System”’ method of making funds available to local public housing authorities, which includes 
incentives for improved local management. 


e Capital improvements for public housing of $215 million in FY 1976 under the 
Modernization Program. 


e Total requested appropriations of $5.9 billion for FY 1976, as compared to $5.2 
billion for FY 1975. 


In discussing the budget... Secretary Lynn said that over $5 billion of Community 
Development funds would be available to States and localities during FY 1975 and 1976. 
These funds will be distributed primarily through formula grants. .. which recognize popula- 
tion and housing needs of communities, as well as the relative extent of poverty. 


In connection with the Section 8 program, the budget predicts reservations of 
200,000 units for FY 1975 and commitments for up to 400,000 units in FY 1976. 


Authorizations for assisted housing and operating subsidies will be “front doored”’ in 
accordance with the Congressional Budget Act of 1974. This will bring a major portion of 
the HUD budget under appropriations control for the first time. 


The proposed budget for FY 1976 also includes: 


e An additional 6,000 units of public housing for Indian families. 


@ Continuation of the Direct Cash Assistance experiment which is designed to test 
the feasibility of providing housing aid to needy families...at an estimated cost of $15 
million within a $65 million total HUD Research Program for 1976... including continuing 
research in techniques to lower the cost of housing, studies in neighborhood preservation, 
and programs for improving the community environment and conservation of natural 
resources. 


e Allocation of approximately $13 million for Fair Housing and Equal Opportunity. 
The Department will place increased emphasis on compliance reviews to assure equal access 
to HUD.assisted programs. Compliance reviews will increase from 80 in 1974 to 600 in 1976. 


(continued) 





1976 Budget—Continued 


e Allocation of $75 million for Flood Insurance Studies... an increase over the $30 
million provided in 1975...to assure that areas having special flood hazards are expedi- 
tiously identified and that communities enact and enforce appropriate flood plain manage- 
ment measures. 


Fiscal 1976 budget outlays are estimated at $7.1 billion. . . including $2.4 billion for 
Housing Subsidy Payments, and $730 million for payment of mortgage insurance claims. The 
biggest part of the increase over the FY 1975 outlays of $5.5 billion comes from an 
estimated $1.3 billion for outlays under the Community Development Program. As in the 
past. .. outlay figures under this program are purely estimates and not ceilings. 


The major portion of the proposed increase of $700 million in appropriations 
requested in 1976 represents increased housing payments and public housing operating 
subsidies as more subsidized housing units. become eligible for payments. 

Secretary Lynn also explained that the method of computing budget authority in the 
subsidized housing programs has been changed to reflect a more realistic picture of the 
Federal commitment. HUD budget authority under the new concept is shown at $30 billion 
for FY 1976. Under the old concept, it would be $6.5 billion. 


In the past...a commitment to enter into a 40-year housing subsidy contract was 
not counted as budget authority; only the amount of the annual payment was counted. 
Thus. ..in a case where $1 billion of contract authority was requested, the budget might not 
show any budget authority at all since payments might not be required for several years. 


An authorization for $1 billion for up to 40 years is really an authorization to make 
payments of up to $40 billion, the Secretary pointed out. The FY 1976 budget now reflects 
the complete commitment figure as budget authority. This accounting change does not affect 
Federal outlays which will continue to be disbursed annually out of the authority provided. 
Mr. Lynn also noted that by the end of FY 1976 there will be over $85 billion in HUD/FHA 
insurance outstanding, $20 billion in flood insurance policies in force, and another $20 
billion in GNMA Mortgage-Backed Securities outstanding. 

* 


Mayors Predict Municipal Taxes to Increase 


A group of mayors. . . representing the U.S. Conference of Mayors. . . testifying before 
a Senate Subcommittee on the problems of cities. .. predicted that a substantial increase in 
city taxes can be anticipated. Mayor Moon Landrieu of New Orleans told the Senators that 
the proposed Federal tax cut will not be all gravy for the taxpayer. ““What the hand of the 
Internal Revenue Service puts into the pocket of the taxpayer, the hand of the local tax 
collector will take out of his other pocket.’ Mayor Joseph Alioto of San Francisco. . . this 
year’s president of the Mayor’s Conference added: “‘What we’re talking about are increased 
property taxes.’ A representative of the National League of Cities reported that a survey of 
67 cities resulted in replies indicating 28 cities anticipate tax increases and the others will 
either increase taxes or curtail services. These cities are in every section of the country... not 
in any particular region. 


* 


Code Academy Moves 


The National Academy of Code Administration (NACA)... which has hitherto been 
operating on a part-time basis...has become a full-time operation and has moved its 
headquarters from Chicago to Washington. Neil W. Macfarlan has been appointed its first 
Executive Secretary. 

NACA is a nonprofit professional association dedicated to the advancement of code 
administration. It is generally concerned with the administration of codes that regulate 
community development and preservation such as building, electrical, housing, and fire codes. 


NACA’s new offices are located at 3900 Wisconsin Ave., N.W., Washington, D.C. 
20016. 





Nine Communities in Flood Program Suspended 


Nine communities have been suspended from the National Flood Insurance program 
for prolonged failure to adopt required local flood plan management measures regulating 
future construction in their hazardous areas. The suspensions were announced by J. Robert 
Hunter, Acting Administrator of HUD’s Federal Insurance Administration. 


Mr. Hunter said the nine were among 207 communities sent deficiency notices last 
August... giving them 90 days warning before suspension notices were issued. In the 
interim... he said...many showed substantial compliance, and the list of foot-dragging 
communities sent suspension notices in late November was boiled down to 36. These were 
given at least 30 days to adopt standards acceptable to HUD. All but nine indicated readiness 
to cooperate. 


“We are elated over the reaction of the great majority of these some 200 
communities in agreeing to take the necessary steps to remain in the program,” Mr. Hunter 
said. 

The nine communities suspended for refusing to take action are Rifle, Colorado; 


Vernonburg, Georgia; Brown County and Roseland, Indiana; Perry County and Wallins Creek, 
Kentucky; Lilydale, Minnesota; Stark County, North Dakota; and Ferryville, Wisconsin. 


Mr. Hunter pointed out that FIA had offered the widest latitude to those com- 
munities showing a willingness to cooperate. In addition to the written notices, he said that 
they had been followed up by personal telephone calls from his staff, offering assistance in 
drafting an acceptable local ordinance. 

{ In the nine communities dropped from the program, Mr. Hunter said no new policies 


may be sold, but existing policies will be honored until they expire. They may not be 
renewed, however, until the suspended communities are reinstated. 
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